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SENATE BILL NO. 2094 
RELATING TO TAXATION 

 
 
Chairperson Dela Cruz and Members of the Committee: 

 

 Thank you for the opportunity to testify on Senate Bill 2094.  This measure 

amends the Important Agricultural Land (IAL) Qualified Agricultural Cost tax credit under 

Section 235-110.93, by: (1) eliminating the yearly tax credit cap a single applicant is 

eligible for over the three years claiming the IAL tax credit; and (2), extends the time 

that the Department of Agriculture may certify IAL qualified agricultural costs from 2021 

to 2030.  The Department of Agriculture offers comments.  

 

Regarding the proposed tax credit cap elimination: 

 

 The Department is responsible for verifying the amount of qualified agricultural 

costs claimed by each applicant and certifying the total amount of tax credits each year 

for every applicant.  Each applicant may currently claim up to $1,000,000 in tax credits, 

spread out over three years ($625,000 first year, $250,000 second year, $125,000 third 

year).  There is also an annual aggregate cap between all applicants of $7,500,000, and 

IAL tax credit applications are processed by the Department on a first come, first served 

basis. 

 

 Elimination of the yearly caps for each applicant would potentially allow a handful 

of applicants to claim up to the entire annual $7,500,000 aggregate program cap in a 

tax year, preventing any other applicants from receiving IAL tax credits for that tax year.  

The tables below provide examples of how the existing yearly caps work and a potential 

scenario if the yearly caps were eliminated.  
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Regarding the proposed tax credit extension from 2021 to 2030: 

 

It is very important for the Department to continue certifying IAL qualified costs 

for the tax credits.  Affected landowners and farmers will expect access to all the IAL 

incentives enacted in 2008, of which the tax credit is one component.  Further, IAL has 

a significant role in increasing local food self-sufficiency which is a priority for both the 

Legislature and the Administration. 

 

 Thank you for the opportunity to testify on this measure. 
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February 4, 2020

The Honorable Donovan M. Dela Cruz, Chair
and Members of the Committee on Ways and Means

Hawaii State Senate
Hawaii State Capitol
415 South Beretania Street
Honolulu, Hawaii 96813

Dear Chair Dela Cruz and Committee Members:

SUBJECT: Senate Bill 2094
Relating to Important Agricultural Land
Qualified Agricultural Cost Tax Credit

The Department of Planning and Permitting supports Senate Bill No. 2094, which
repeals the cap amount of the qualified agricultural tax credit, and extends through December
31, 2030 the time that the State Department of Agriculture may certify tax credits for farmers
and landowners, pursuant to Section 253-110.93, Hawaii Revised Statutes.

Extending the tax credit will allow owners of land designated as important agricultural
land (IAL) to receive credit for costs such as roads and utilities, agricultural processing facilities,
water wells, reservoirs, dams, pipelines, agricultural housing, feasibility studies, and equipment.
This extension, in combination with repealing the cap on the amount of the tax credit, is a much-
needed incentive to encourage farmers to continue to work the land and help to obtain the
ultimate goal of food self-sufficiency.

The Department of Planning and Permitting completed its IAL Mapping Project and
transmitted its report and maps showing lands recommended for IAL designation to the
Honolulu City Council on August 31, 2018. The City Council adopted the maps, with
amendments, and transmitted its recommendations in Resolution No. 18-233 to the State Land
Use Commission on June 5, 2019.

Thank you for the opportunity to comment.

Very truly yours,

/aw»?-~Kathy K. Sokugawa
Acting Director
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Dear Chair Dela Cruz and Committee Members:

SUBJECT: Senate Bill 2094
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Qualified Agricultural Cost Tax Credit

The Department of Planning and Permitting supports Senate Bill No. 2094, which
repeals the cap amount of the qualified agricultural tax credit, and extends through December
31, 2030 the time that the State Department of Agriculture may certify tax credits for farmers
and landowners, pursuant to Section 253-110.93, Hawaii Revised Statutes.

Extending the tax credit will allow owners of land designated as important agricultural
land (IAL) to receive credit for costs such as roads and utilities, agricultural processing facilities,
water wells, reservoirs, dams, pipelines, agricultural housing, feasibility studies, and equipment.
This extension, in combination with repealing the cap on the amount of the tax credit, is a much-
needed incentive to encourage farmers to continue to work the land and help to obtain the
ultimate goal of food self-sufficiency.

The Department of Planning and Permitting completed its IAL Mapping Project and
transmitted its report and maps showing lands recommended for IAL designation to the
Honolulu City Council on August 31, 2018. The City Council adopted the maps, with
amendments, and transmitted its recommendations in Resolution No. 18-233 to the State Land
Use Commission on June 5, 2019.

Thank you for the opportunity to comment.
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Acting Director
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SUBJECT:  TAXATION; Extend and Uncap Important Agricultural Land Qualified Agricultural 
Cost Tax Credit 

BILL NUMBER:  SB 2094 

INTRODUCED BY: KOUCHI by request 

EXECUTIVE SUMMARY:  Amends the important agricultural land qualified agricultural cost 
tax credit by repealing the cap amount of the tax credit. Extends by 9 years the time period that 
the Department of Agriculture may certify important agricultural lands qualified agricultural 
costs. 

SYNOPSIS:  Amends HRS section 235-110.93 to provide that the department of agriculture 
shall cease certifying credits for taxable years beginning after December 31, 2030.  It previously 
required cessation of certification after December 31, 2021. 

EFFECTIVE DATE:  July 1, 2020. 

STAFF COMMENTS:  The legislature by Act 233, SLH 2008, enacted the important 
agricultural land qualified agricultural cost tax credit.  The law was amended by Act 101, SLH 
2014, and by Act 87, SLH 2018. 

In the department of agriculture’s 2019 report on the credit (http://hdoa.hawaii.gov/wp-
content/uploads/2019/01/DOA-IAL-Tax-Credit-Report-2019.pdf), representing activity for the 
2018 tax year, the department reported that it certified $375,000 in credits for two applicants.  
There were only two applicants in the 2017 tax year. 

The department in its report recommended an extension of the sunset date of the credit, which 
otherwise expires at the end of 2021. 

The department also stated that none of the counties have submitted their approved plans and 
maps identifying potential important agricultural lands (IAL) to the Land Use Commission for 
IAL designation as required under Section 205-47, HRS.  In testimony on a similar bill in 2017, 
some of the counties complained that the process of drawing up such maps was unduly 
expensive. 

Given that the amount of credits certified was negligible, the applicant base was extremely small, 
and the counties have not cooperated in the past decade, one must ask whether the objectives of 
the original legislation are being met, and whether there is any prospect of return on our 
investment of public dollars. 
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Also, since the tax credit requires that the applicant is paying taxes it is most likely a viable 
business endeavor. 
 
Reports have been submitted by the Department of Agriculture which details the number 
of tax credits awarded by year.  The highest-level activity was in 2015, reported to the 
Legislature in 2016. 
 
The breakdown of costs applicants applied for in 2014 are listed as follows: 
 
A $98,915.58 
B $605,814.04 
C $2,452,699.27 
D $51,486.60 
E $742,979.67 
F $2,500,223.39 
G 0 
 
A. Roads or utilities, primarily for agricultural purposes, where most of the lands serviced 
by the roads or utilities, excluding lands classified as conservation lands, are important 
agricultural lands; 
B. Agricultural processing facilities in the State, primarily for agricultural purposes, where 
the majority of the crops or livestock processed, harvested, treated, washed, handled, or 
packaged are from agricultural businesses; 
C. Water wells, reservoirs, dams, water storage facilities, water pipelines, ditches, or 
irrigation systems in the State, primarily for agricultural purposes, providing water for 
lands, the majority of which, excluding lands classified as conservation lands, are 
important agricultural lands; and 
D. Agricultural housing in the State, exclusively for agricultural purposes;  
provided that: housing units are occupied solely by farmers or employees for agricultural 
businesses and their immediate family members; the housing units are owned by the 
agricultural business; the housing units are in the general vicinity, as determined by the 
department of agriculture, of agricultural lands owned or leased by the agricultural 
business; and the housing units conform to any other conditions that may be required by 
the department of agriculture; 
E. Feasibility studies, regulatory processing, and legal and accounting services related to 
the items under paragraph (1); 
F. Equipment, primarily for agricultural purposes, used to cultivate, grow, harvest, or 
process agricultural products by an agricultural business; and 
G. Regulatory processing, studies, and legal and other consultant services related to  
obtaining or retaining sufficient water for agricultural activities and retaining the right to  
farm on lands identified as important agricultural lands. 
 
As you can see by the breakdown of use, the majority of funds were associated with 
improvements/modification of irrigation systems or equipment associated with agricultural 
production.  Both of these investments are critical for agricultural viability. 
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TESTIMONY FROM THE HAWAII CROP IMPROVEMENT ASSOCIATION 

 
In Support of SB2094 

RELATING TO TAXATION 
 

Senate Committee on Ways and Means 
Tuesday, 02-04-20 10:30AM 
Senate conference room 211 
 
Chair Dela-Cruz, Vice-Chair Keith-Agaran, and members of the committee: 
 
The Hawaii Crop Improvement Association (HCIA) supports SB2094, which will amend 
the important agricultural land (IAL) qualified agricultural cost tax credit by repealing the 
cap amount of the tax credit and extends by 9 years the time period that the Department 
of Agriculture may certify important agricultural lands qualified agricultural costs.  
 
HCIA believes in keeping important agricultural lands in agricultural use. As such, we 
support providing encouragements for landowners to do so. The IAL designation helps 
preserve properties for agriculture and provides an opportunity for future generations to 
continue to use these lands for agricultural production. Additionally, this measure will 
help provide the resources necessary to increase local food production and preserve 
natural view planes. 
 
HCIA respectfully requests that this committee vote in support of SB2094 to help local 
farmers and agriculture throughout the State.  
 
Mahalo for your time and consideration. 
 
Respectfully, 
 
Emmanuel Zibakalam, Program Director 
Hawaii Crop Improvement Association 
 
 
The Hawaii Crop Improvement Association is a Hawaii-based non-profit organization 
that promotes modern agriculture to help farmers and communities succeed. Through 
education, collaboration, and advocacy, we work to ensure a safe and sustainable food 
supply, support responsible farming practices, and build a healthy economy. 
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